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_- 128,000 Depositors Caught in U.S. Trust Case 


Bank-Like Texas Company 
Was Held Insolvent in June 





J . or 
Auditors Alerted Insurance Commission 20 Months Ago; 
$5 Million in Deposits Since Then; ‘Worst Since ‘33’ 
A AUSTIN three insurance commissioners and 
, More depositors than any Texas t ir staff heads and has interviewed 
bank can claim have been caught — — officials and senators 
short by the apparent collapse of ail over the state. 
U.S. Trust & Guaranty Company, a 














half-bank, half - insurance hybrid 


mated out of political influence and 


mostly in return for “certified drafts,” 
which were little more than receipts 
for their money. 


dealerships and 22 garages. 


The Texas Observer reported Shoe- 
make’s operations last May, but the 
daily press did not pick up the story. 
The Observer told Drew Pearson that 
he should consider dropping U.S. 
Trust’s sponsorship of him on 13 





BANKING Com- 
lalkner told the Ob- 


S rat 
}M 


missioner 


| 
: ; server this week that the U.S. Trust 
| fnancial manipulation. case involves more depositors than 
The Texas Observer can report that @"y bank failure in the United States 
i state auditors first told Texas In- ¢ 1933, and that no Texas bank 
surance Commission officials twenty 4s as many as U.S. Trust did, Gare 
months ago—in May or June, 1954— land Smith, ch n of the Insurance 
i that the company might be bankrupt ©° SSN who had sole authority 
and that its investments in a subsidi- t® Close down the company before 
ary might be illegal. » 6, 19 sa [ don’t know any 
There followed a story of start-and- i nf . gg Fong sop: 
pirdige! eee : that affects more people. It’s very re- 
stop investigation and official indecis- — , ible.... I can’t sleep at night, I 
1on Which did not come to an end EE , t.™ 
43) 2 - nape mie thinking about those people. 
until 128,000 Texans had poured $5,- al 
800,000 into U.S, Trust's coffers, U.S. Trust was the first company 


1 


organized under Ch: 
surance Code. T his 


msurance 


ipter 7 of the In- 
chapter permits an 


company under the Insur- 


other member of the Banking Com- 


mission, said. 


“Wasn't that horrible?” exclaimed 
Senator Warren McDonald of Tyler. 
“That's one of the worst things that’s 
happened in this country in a long 
time.” 





aia ; ance Commission to accept deposits 
_ nn oe personal tragedy poured and savings. At least two other com- 
into Austin from all over the state. panies have been organized under the 
The bankrupt company had offices chapter since 1954; one of them—in 
— oe lexas citics. In addition to 43) San Antonio—is accepting deposits, 
deposit business, it had written insur- ; cok nade : 

} ance for roughly 30,000 policyholders, Deputy Banking Commissioner This is A. B. Shoemake of Waco, order of an Austin district judge. 
which made the state’s suit for its ree Harry Bengtson said: “I don’t know president of U. S. Trust & Guaranty 1! mpany had $5,800,000 from 
ceivership last week a major insurance 29y other name to call “em (U.S, Company, which was placed in a_ 128 iepositors and only $700,000 
case as well. U.S. Automotive, its sub- rust) but a bank,” but ¢ omumissioner temporary receivership Dec, 15 by in cash on Dec, 15. 
sidiary before A. B. Shoemake, the Falkner cried out: “Don’t call it a 
master craftsman of the enterprise, at- bank!” 
tempted to barter off his stock to an “It's the worst thing that’s hap- RPORA TE JUGGLING 
Arkansas corporation, he apparently pened in the country in a long time,” 
financed, owned four Dodge-Plymouth Jesse James, State Treasurer and an- 

”™ 


AUSTIN LS. Automotive, which 
» be owned by the Ar- 
After a June, 1955, finding by ‘ 
Board of Insurance Commissioners 
that U.S. Trust & Guaranty was in- 
solvent, its president, A. B. Shoemak 
engaged irf a complicated series of cor- 


has contirmed the de- 
ke’s corporate juggling 
¥ ls of two state agencies and 


d spokesman of U. S. 


=) = Texas teelvision stations, but Pearson Two possible gubernatorial candi- porate transactions which accomp- 
flew to Texas and was convinced by dates fade statements, Ralph Yar- lished a $1.6 million reimsurance agree- 
- Shoemake that U.S. Trust was sound, borough said in Austin there should ment with an Arkansas company he h- uused U. S. Trust to 
The Observer has had a private be a grand jury investigation; that the nanced, Shoemake also transferred 4).000 loan to an Arkansas 
t hour-and-a-half conference with the Continued on Page 2) real assets held by U. S. Trust to a 2 A Willis Lewis of 
formed Arkansas Fire 
sa TORS Insurance Company of 
SHOEMAKE SOUGHT TO HIRE SENA i 2 cgi ae 
) se a ibered, however, with 
: AUSTIN is a lawyer. Monday morning © ote eee ae ae 
: A. B. Shoemake was intensely in- week he visited George paaiees ‘ by " 

‘ ' eter vising examiner of the [Insurance ‘ a 
terested in preventing the Legislature mission, Asked there if he, was | company was certifi- 
from adopting a bill last session to ing into the U.S. Trust cas he re- ness in Texas on Aug. 

- place his deposits-accepting U.S, Trust plied: “Yes, I’m keeping up with it rarland Smith, chairman 
‘ & Guaranty Company under the State The Observer had asked Asliley | Cominission. 

- } Banking Code. One state senator said long distance Monday “if A. B. Sh ey ene 
this week that his law partner worked make paid you any funds this ; “seniacoas bey , money 
oa for Shoemake ; another that Shoemake “I don’t care to make any statem t him to bil ae ; 
, r tried to hire him but was refused; about it at this time,” Ashley said . “7 snacthapse ge s 
and another that he would prefer not “You don’t care to say ‘no’ at 2 "The 1 a , a 
to say whether he received money time?” he was asked. aye & Pato ; pom ri tee 
" from Shoemake this year. “T don't wie 0 make any state sles 1 Pp py ‘aii 
’ : = . = at this came. . . Trust’s insurance; but the 
Sr NATOR CARLOS Lobbyist for Shoemake last ses : ds that some board 

f ASHLEY of Llano, leader of the was R. C. “Doc” Lanning, a torn 


“= Wa 


Sage Coa ez 





SENATOR CARLOS ASHLEY 


group of Shoemake defenders in the 
Senate, told the Observer he ‘would 
rather not make a statement” when 
asked directly if he had received any 
funds from Shoemake this year, He 


. ¢ knowledge of the agree- 
state senator himself. 


Lanning was chairman of the State 
Board of Control until Feb. 15 of this 
year. 


ice agreement means that 
company agrees to at- 


(Continued on Page 8) itinued on Page 2) , 








BANKING TRAGEDY 


(Continued from Page 1) 
people are entitled to know the facts 
Senator Jimmy Phillips called on Sen- 
ator Searcy Bracewell to convene the 
Senate General Investigating (Commit 
tee at once Phillips worked for legs 
lation to regulate Shoemake last ses 
sion. Bracewell has called the mecting 
for 10 a.m. Thursday. Representative 
Wade Spilman, McAllen, said the 
House investigating committee he 
heads will \ustin 
January and decide whether an m 
vestigation 


meet in early m 


is needed 


T rer Is NQ©) informed 


ucss now on the extent of insolven vy, 


although the three insurance commis 
sioners, State Auditor ¢ Hl. Cavness, 
and the Attorney General's office do 


not doubt that the company is insoly 
ent. The issue was to be determined 
legally at a hearing Thursday in the 
courtroom of District Judge Charles 
O. Betts. The commissioners sav that 
their examiner them 
that the insolvency approximates $1.2 


has informed 
millon under certain assumptions 


The. unanswered question is the 
value of the properties of U.S. Auto- 
motive. Shoemake now alleges he has 
transterred U.S 


Automotive to an 


Trust’s stock in U.S 

Arkansas 
tion, but it is understood that he com 
pletely financed the establishment of 
the Arkansas company 


corpora 


Saunders does not think the courts 


will hold that recent complicated 
trades by Shoemake of U.S. Trust's 
assets and real estate for U.S Auto 
motive’s debentures payable at the end 
of ten vears were “arms” length 
transactions.” 

Smith, savs total losses won't be 


known for months 
icvholders, and 
and share alike” in a pro-ration of the 


All depositors, pol 


creditors will “share 


remaining assets, “whether it’s 10 
cents or 15 cents” on the dollar. he 
Ssavs. { State Auditor ( avness used the 
words, “10 cents or 50 cents.’ Legal 


Examiner Paul Connor of the insur- 
ance board savs he has not 


record oT 


found a 


secured cre cite rs who 


any 
would have a prior claim 


INSURANCE COMMIS- 
SIONER J. Byron Saunders told the 
Observer that a $70.000 ° pub lr 


tions” item has turned up in the } 


urs Trust i The lehruz 


rela- 
WHOKS 
- , 
OF ary audit 


shows $2,500 for this item in 7 


anuary 
and February } State Auditor ie! 
Cavness savs that “there were some 
checks (made out) to cash.” 


Shoemake exerted .a m ghtv influ- 
ence on the Senate Banking Commit- 


tee last session Hi: obt uned Tw close 
committee votes against a bill that 
would have put his U.S. Trust under 
the Banking Code. He was in the Se 
te chamber an hour before hearing 
regan e nig \p 26: when the 
meeting began, he left. The bill was 
sent to a hostile subcomn € 
Senator ( los Ashlev o ino told 
the C¥yiscerys he rete ed not to ke 
i t e1 T on yhetr ne has re 
“ery money’ from Shoemake this 
vear. Senator Gus Strauss of Halletts- 
ville said his law partner had worked 
for Shoemake, either hefore or after 


he became associated with Stranse 


Senator Searcev Bracewell of H 5 
tor said Sh emake tried te hire . 
boret hat 1 rates ; Cease » P 

m a e e sed \ ate Rep Rert 


The Orxas 


McDaniel has been retained by Shoe- 
make before and after, but not dur- 
ing, the Legislature, he savs. R. C. 
“Doc” Lanning, Shoemake's lobbyist, 
refused to say whether he worked for 
Shoemake before he resigned as chair- 
man of the State Board of Control. 


The imsurance commissioners de- 
nied that senators had tried to influ- 
ence them on the Shoemake matter, 
Had senators talked to them about 
U.S. Trust? they were asked “No, 
not directly savs Smith. “People 
have naturally been calling in about tt 

but 1 Shoemake. 


but not in defense of 
We have not ever had anv indication 
that they were representnig 


make. I’ve never had a senator in this 


Shoe- 





ice 


Again, Smith said: “There's never 


been a senator up here so far as I 
know on behalf of Mr. Shoemake.” 
Commissioner Wentz said: “That 


goes for me.”” Commissioner Saunders 
“Of course, there was something 
abgut the legislation.” 

Monday afternoon, Senator Ashley 
came into the ninth-floor commission 
offices in the International Life Insur- 
ance Building here. Asked bv the ©b- 
server if he “was checking on U.S. 
Trust, he rephed: “Yes, I'm keeping 
up with it.” He consulted with George 
Butler, supervising examiner. 

Smith said he had never been with 
Shoemake outside of the commission 
offices. 


said 


Ciark DIEBEL, then an 
auditor for the state, first noticed dis- 
crepancies in U.S. Trust's accounts in 
May or June, 1954. He took the mat- 
ter up with the Insurance Commis- 
sion, and several meetings were held in 
the summer. Instead of conducting a 
state audit, the 
siuners accepted Shoemake’s objection 
that it would start “a run” on his de- 
posits. The commissioners encouraged 
Shoemake to hire a private accountant 
who worked for the Insur- 
ance Commission ; he said the company 
had a net earned surplus between 1947 


nsurance Commis- 


formerly 


and 1953. After receiving this report, 
the commission's legal examiner ac- 
cepted Shoemake’s subsidiary, U.S. 


Automotive, as a legal investment for 
Shoemake’s U.S. Trust. The state 
now alleges—in its receivership action 
filed December 15--that Shoemake 
violated the Ins by invest- 
\uto- 


urance Coc 
Trust’s assets in U.S. 
motive. 

Diebel is now executive secretarv of 
the once - scandal - Veterans’ 
| na Be ard 


Kenne 


ridden 


\lired. Insurance Commis- 
hquidator was fired a few 
months later after insisting on includ- 


<jon who 


ing V. F. Blanchard, the present chief 
examiner of the Insurance Commis- 
sion, as a defendant with officials of 
bankrupt Texas Mutual Insurance 
Company, fled a report on U.S. Trust 
in the summer of 1954 alleging over 
valuation of assets. “He mav have 
said tt was insolvent,” savs J. Byron 


Saunders, another of the three insur- 
The Allred memo 
has not vet been located. 

Saunders 
possible” 


ance commissioners 


that “‘it ts 
Allred that sum- 
that U.S 


also com edes 
that he told 
and a half ago , 
[rust was insolvent. “but I didn’t have 
proof a he savs 


Mark Wentz was 
(Continued on 


TIIl¢ a Vea’ 
rT) 1 ] > -) - . 
inv legal € ommis- 
ilso con 
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The Corporate Juggle 


(Continued from Page 1) 
cept the assets and liabilities attendant 
to some insurance policies. Arkansas 
Fire and Marine would pay off claims 
against the policies. 

U. S. Trust paid the Arkansas firm 
$500.000 cash and all the stock of U.S 
Automotive for this agreement, which 
improved U. S. Trust's ledger condi- 
tion by about $1 million. Since Shoe- 
make has no stock interest in the Ar- 
kansas company (holding, rather, a 
note for the amount the 
U.S. Automotive was no longer a sub- 
sidiarv of U.S. Trust and 
pendent of Shoemake to the 


. ' 
ot STOCK } 


’ 


was inde- 


extent 


that Arkansas Fire and Marine was 
independent of him. U.S. Trust re- 
tained only one share of stock in U. S. 


Automotive; Shoemake is still presi- 
dent of it. 

(The Arkansas Insurance Commis- 
sioner is now looking into Arkansas 
Fire and Marine in connection with 
the U. S. Trust case.) 

At the end of the transaction, U. S. 
Trust had the note for the original 
half million-dollar loan 
Arkansas firm. which in turn had all 
the stock of U. S. Automotive. But 
then Shoemake caused U.S. Trust to 
transfer the half-million-dollar 
against the Arkansas Company to U. 
S. Automotive in return for 
notes (debentures ) pavable by [ 
Automotive to U.S. Trust at the end of 
ten years. 


against the 


note 


some 


TS 


Thus it appears that Arkansas Fire 
and Marine now owns U.S. Automo- 
and U.S. Automotive has a claim 
against Arkansas Fire and Marine for 
the total amount of its stock. 


tiv e 


Ix SEPTEMBER 15, 
1955. the Board of Insurance Com 
missioners ordered an appraisal on 
real Shoemake had in U. S 
Trust. However, Shoemake proceeded 
to transfer these and 
U, S. Automotive, over 
Board had no 
not an 1 
appraisals were discontinued for that 


estate ah 
other assets to 
which the 
jurisdiction, since it 
vas insurance company. The 
reason 

The last information 
gators had before drawing up their pe 
tition for receivership for Dec. 15 was 
that U.S. Trust had $800,000 in cash. 
However, the board's denial of a se- 
curities license Dec. 13 apparently 
tipped off some depositors; there was 
“a run” in Waco Dec. 14, and Garland 


state investi- 


Smith told the Observer Monday that 


the latest total is $700,000. 
Commissioner J. Byron Saunders 

said that his last recollection of the 

cash balance in U.S. Trust was $l,- 


He said 


amount 


600,000 as of September 15. 
Shoemake testified to that 
then. 


U. S. Trust’s Aug. 31 statement on 
file with the Insurance Commission re- 
corded cash at d hank de posits of $1,- 


103.873 and 
419 


assets 


of $119.- 
ided in the company’s 
were $445,475 in mort- 


real estate. 


“cash in office” 
Also incl 
Aug. 3] 
gage loans on 

wed in a series of 
transact Ul. S. Automotive 
which transferred real estate and 
value to U. S. 
eturn for debenture 
S. Trust at the 
The debentures as of 
one for C4 00? 000 ma- 


1965, and one for $1.- 


7 S. Trust en 


ms with 
other instruments of 
Automotive in 
bonds pavabl bi I 
end of ten vears 
Aug. 31 w 


turing in June, 


615,000 maturing in August, 1954. 
Another $427,000 in U. S. Automotive 
bonds held Aug. 31 by U. S. Trust 


brings the overall total to $6,044,000. 


S HOEMAKE was also in- 
volved in a hankruptcv proceeding in 
1938. He 
public Underwriters 
with that company in 126th District 
Court in Austin on March 30, 1938. 

The Board of 


si mers decla red 


was attornev m fact for Re- 
and was 


Insurance Commis- 
the company 
vent and had recommended revocation 
of its fcense on March 29, 1938. The 
state alleged that the company did not 
fF cash or con- 
irities equal to half the net 
depepsits of the subscribers to the com- 
was an insurance ex- 
which subscribers traded re- 
contracts. 
indemnity 
subscribers from any loss 
insured against under 
the laws except in life insurance. 

A letter in the file of the case from 
John Atkinson of 
Templin, . district clerk, Austin, dated 
April 6, 1939, states that the records 
of the company showed that between 
Jan. 1, 1938, and the date of the re- 
ceivership, Shoemake withdrew from 
the company’s assets $125,850 in cash 
and $40,725 in Chrysler, and. U.S. 
Steel stocks. “The greater part of 
these withdrawals were made a week 
before the receivership,” the letter al- 


leged. 


insol- 


maintain a reserve oft 


vertible sect 
panv which 
change at 
ciprocal or interinsurance 
This exchange 
among the 
which could he 


pre V ided 


suedm@t 


Waco to Georgeg 
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AUSTIN 


Here ts a sequence of the events 


leading up to the temporary receiver- 
ship of U.S. Trust and Guaranty: 

U.S. Trust & Guaranty was incor- 
porated on July 16, 1945. The Attor- 
ney General now alleges in the re- 
ccivership action that incorporation 
was illegal because the charter was not 
filed by the Secretary of State, but 
the Board of Insurance Commission- 
ers’ February, 1955, audit of the com 
pany states that the articles of incor- 
poration “were approved by the At 
torney General of the state and filed 
with the Board of Insurance Commis- 
sioners.” 

In addition, 
Trust charter 
talization 


amendments to the U.S. 
—first imereasing capi 


from $100,000 to $500,000 


with an authorized million shares of 
J 


stock without nominal or par value, 


, and then changing the purpose clause 


to include all lines of insurance except 
life—were approved by the Attorney 
General's office and filed with the In- 
surance Department on Aug. 22, 1946, 
and Oct. 2, 1950, respectively. 

U.S. Trust first began selling “cer- 
tified drafts” to the public about the 
spring of 1954. 

In May or June, 1954, Clark Diebel, 
a member of the staff of the State 
Auditor's office, began checking into 
U.S. Trust & Guaranty. It is under- 
stood that he became curious after 
looking over its financial statement. 
He was assigned to insurance investi- 
gations at the time. 

From the first, says an informed 
source, the legality of the corporation 
charter was questioned. 

Ikmployees of the State Auditor's 
office took the matter to V. F. Blan- 
chard, now chief examiner, and to 
Robert Butler, now supervising exam- 
iner. They told Blanchard that the 
company might be bankrupt and 
a subsidiary not a _ dividend- 
paying corporation. They expressed 
the opinion that the case should be 
turned over to the Attorney General 
then—-early summer, 1954. 

The Insurance Commission notified 
Shoemake and a week or ten days 
after the auditor’s first complaint, 
there was “a pretty big meeting.” It 
occurred in June or July, 1954, and 
was followed by one or two other 
meetings—the last one in August, 
1954. 

In attendance at the first meeting 
were the insurance commissioners; 
Paul Connor, legal examiner; V. F. 
Blanchard, chief examiner; George 
Butler, supervising examiner; C. H. 
Cavness, State Auditor, and other 
auditors, including Diebel, who was in 
charge of the case. 

Renne Allred, at the time a liquida- 
tion attorney with the Insurance Com- 
mission, filed a report with the com- 
mission in the summer of 1954 alleg- 
ing that U.S. Trust’s assets were over- 
valued. Questioned on this, Commis- 
sioner Saunders replied: 

“As I remember that... Allred 
went to Dallas and stopped in at Waco 
and wrote a statement more or less in 
the form of a warning. He may have 
said the company was insolvent. That 
was probably about July or August in 
1954.” 

Did Saunders tell Allred then that 
he, Saunders, believed U.S. Trust was 
insolvent and would have to be put 
im a receiver? the Observer asked 
Saunders. 

“It’s possible that I did say to him 
that it was—but I had no legal proof 
that it was,” Saunders replied. 

Insurance Commission Chairman 
Garland Smith said he remembered 
that Allred did write a memo but that 
it contained “no more than we had 
surmised before.” 

Allred was fired in September, 1954, 
because, he alleged, he wanted to make 
Blanchard, the exarminer, a co-defend- 
ant in a suit of insolvency against 
Texas Mutual. Smith said later this 
had something to do with Allred’s 
dismissal but that there were other 
factors. 

The board had not audited U.S. 
Trust since the end of 1952. Shoe- 
make did not want an accountant from 
Waco to examine his company, be- 


Auditor Clark Diebel Noticed First; 
Allred Wrote Warning in Mid-'54 


cause he felt there was animosity 
there toward his —. 
At the August, 1954, meeting, it 


was decided to approve of Shoemake’s 
hiring of a former assistant actuary 
Charles K. 
audit by 
Insurance Com- 
said it might cause 
a run on the deposits, according to J. 
Byron insuranec 
missioner 


with the commission, Les 
objected to an 
from the 


mission because he 


lie. Shoemake 


an CXaminer 


Saunders, an com- 


Leslie “went up there with our con- 
Saunders told the Ob- 
Leslie was paid by Shoemake, 
Saunders said; the object was “to try 
to get Shoemake’s books in shape.” 
What did Leslie find? “He said they 
were solwent,” Saunders replied. 

On Oct. 13, 1954, Leslie wrote 
Shoemake that he had revoked the 
operating and balance sheets of 
Trust and U.S. Automotive and found 
that for the period from 1947 to 1953, 
Shoemake’s U.S. Trust books, which 
showed a loss every year since 1947, 
should have shown a gain five of the 
years and a loss only two. He found 
a net cumulative earned-surplus of 
$136,000 “with your adjustments,” he 
told Shoemake. 

On the strength of this, Connor, in 
a memo to the supervising examiner 
on Oct, 19, 1954, six days later, 
found: 

“On the basis of this statement, and 
files of (U.S. Automotive) disclosing 
that a dividend was declared, I have 
concluded that (U.S. Automotive) is 
an eligible security which can be held 
by U.s. Trust & Guaranty Company 
under authority of Article 2.10, Texas 
Insurance Code.” He said he was 
judging the legality, not the value, of 
the investment. 

On a formal allegation by the Board 
of Insurance Commissioners, the state 
now allekes that the only dividend 
U.S. Automotive ever declared did 
not come out of earnings. The state 
charges U.S. Trust with violating Ar- 
ticle 2.10 of the Texas Insurance Code 
by investing its reserve funds in U.S. 
Automotive. 

Connor told the Observer he _ be- 
lieves that the life insurance law that 
no company may invest more than ten 
percent of its capital, surplus, and con- 
tingency funds in any one company’s 
stocks and bonds should apply to other 
insurance companies. In that case, he 
said, U.S. Trust’s investment in U.S. 
Automotive would have been limited 
to $178,737. It reached $6 million by 
December, 1953. 

In November, the Attorney General 
advised the State Banking Commis- 
sion it did not have jurisdiction over 
U.S. Trust. 

Garland Smith, chairman of the 
Insurance Commission, told the Ob- 
server “we began to get word about it 
(U.S. Trust) last December.” On 
Feb. 28, 1955, the board initiated an 
audit that was completed in mid-May 
and dated June 28, 1955. 

“Approximately 72 percent of 
(U.S. Trust & Guaranty’s) admitted 
assets are invested in securities owned 
by two totally owned affiliated compa- 
nies,’ the audit discovered. 

\uditor P. W. Goad found that 
U.S. Trust had received assets total- 


currence,” 


Server. 





A SPECIAL EDITION 
AUSTIN 

This edition’s report on the receiv- 
ership of U.S. Trust and Guaranty is 
the result of a special hour and a half 
conference between an Observer rep- 
resentative and the three commission- 
ers, the chief examiner, and the legal 
counsel of the Board of Insurance 
Commissioners; interviews in Waco, 
home of the company ; telephone con- 
sultations with people in Austin and 
over the rest of the state; on- and off- 
the record conferences with various 
state officials; and careful study of 


the available records. 





US. 


ing $1,794,706 
for an 
assets had been 


“that are not legal a 


insurance company. The 


transferred in re 


sets” 


surance agreements with two 
make subsidiaries in July and Dees 


1954. Shoemake dissolved tl 


after the 


ber of 


subsidiaries agreements 


Goad said that as of Dec. 31, 1954 


U.S.Trust’s surplus as regards pol 
holders was $1.8 million but th: 
losses sustained the first two mont! 


of 1955 totaled $1.9 million, leavin 
$92,540 "surplus. The losses include 
income loss of $997,000, capital los 
of $700,000, and loss from nonad 
mitted assets of $152,000, he said 


The audit also turned up a curious 


million-dollar error. “The manage 
ment stated,” said Goad, that U.S 
Automotive was due U.S. Trust $1 


million but the amount was not r 

corded in the books through “an er 
ror.” U.S. Automotive gave U.S 
Trust a release for the million. This 
of course, had the effect of preventing 
U.S. Trust’s losses from appearing to 
be $1 milhon larger. 

Goad also alleged that the com- 
pany’s records and files “make it im 
possible to be certain that all the out- 
standing liabilities have been included” 
in them; that the company did not 
have proper controls of its deposits, 
claim liability, premiums in force, and 
several other accounts, nor of its 
branch offices —which took in the de- 
positors’ money; that the company 
had never had an internal audit; that 
its “trust bank deposit accounts” 
stated they were “$10,000 trust insured 
savings guarantee” certificates but that 
they were not imsured by any agency ; 
that the company had not bonded its 
employees before the audit began ; and 
that the company’s 1954 statement! 
“could not be reconciled with (its) 
books.” 

In spite of Connor’s October, 1954, 
approval of U.S. Automotive as a 
dividend-paying corporation in which 
U.S. Trust could properly invest, 
Goad said its net worth could not 
be determined from available records 
and accepted U.S. Trust’s stock in it 
subject to the company furnishing 
“satisfactory evidence” of dividend 
payments to the insurance board. 

Goad also threw in allegations that 
the company has been “rather dila 
tory” in settling its claims—he said he 
found valid claims incurred in 1953 
still unpaid in 1955—and that its pol 
icyholders had not had “fair and 
equitable treatment,” with “numerous 
claims” not settled according to the 
contract terms. 

In May individual commissioners 
began asking Shoemake to stop taking 
money in exchange for his “certified 
drafts.” By July the Commission was 
asking that he cease his advertising, 
according to Garland Smith. He re- 
fused both requests. 

On June 24, the Board of Insur- 
ance Commissioners entered into the 
record a list of 16 “specific findings” 
that U.S. Trust & Guaranty was in- 
solvent to the extent of $590,000; 
had falsified records; had misrepre 
sented the financial condition of U.S 
Automotive, its subsidiary, and had 
made unauthorized investments; and 
had failed to keep proper acocunts. 
On July 5 a hearing was held on the 
board's June 24 order that Shoemake 
show cause why his license should not 
be revoked. This hearing was recessed 
until Sept. 15 without action because 


the commissioners state, the Attorney 
General and they felt they needed 
more evidence. 


On September 6, H.B. 10 went into 
effect.” This law ended the long-stand- 
ing authority of the Life Commis- 
sioner, Smith, to decide himself on the 
licensing and examination of corpora- 
tions. Thereafter the entire board de- 
cided. 

At the September 15 hearing, the 
commissioners decided that appraisals 


. 





made of U.S. Trust's real 

v begun. 
t. 15 meeting, Garland 
Observer, Shoemake 
to accept no more 
of $2,500. On Nov. 
\ustin lawver Mar- 
Force sergeant de- 

va" 

oemake proceeded 
it’s real estate for 
\utomotive, payable 
end of ten vears. 
\rkansas firm also 
i l misurance agree- 
nder fire. See re- 
ber 8. U.S. Trust 
ipplication with the 
nee securities deal- 
accordance with H.B. 
es regulation law. 
1 securities were legal 
t before then.) U.S. 


ed the required up-to- 
sheet as of Aug. 31 (it 
solvency ) and sub- 

‘ board on Sept. Zi, A 
on Nov. 23, Joe Moore, 
ecurities division, wrote 
that the license was re- 


WOOK 


night of Dec. 12, examiners 
nmissioners that Shoemake 
ced the formation of the Ar- 
ynsas firm which the commissioners 
ha ermitted to re-insure U-S. 
mobile insurance of $1.6 


to the Dee. 13 hearing on 
application for the li- 
t only did the commissioners 
se; they added to their 

1955, allegations. 
xt day checks were made, 
rs, lawyers, and insurance 
met. That night three lawyers 
(seneral began writ- 
tate’s petition. They finished 
related story for the 
1¢ board and the state in 


e Attorney 


af : if? (see 


’ o'clock the morning of 
December 15, District Judge Charles 
O. |} mned a temporary restrain- 

barring the defendant com- 


p und their agents from doimg 
n Texas; placing their assets 


yis; freezing these assets 

wl! they were at that moment; 
imi appointing J. D. Wheeler—the in- 
ird’s liquidator —as tem- 


wolictes with U. S. Trust 
iin m force until a fur- 
rder—but Garland Smith 
to policyholders that 

w policies 
December 22, the hearing 
petition for receivership 


AUSTIN 


this week, All-American 


Home | ls of Dallas became the 
19th 17 s insurance company to “go 
ut rd. 

attended the hearing on 
he by the Board of Insurance 


( ners that the company was 

the amount of $235,217. 

any spokesman did not con- 
4 

did not 

h > ona 


Trust & 


know about a 
similar charge 
Guaranty Co. 
U.S. Trust case had 
indied differently from All- 
\1 [nsurance Commissioner 
B lers replied: 

second-guess anybody.” 
far as he is con- 
the hearings are open. 
Commissioners did not 
s of their June 24 find- 
Trust was insolvent, he 
have hurt” the company 

re, Its depositors. 


that so 


d of Insurance Commis- 
Si ‘t ask the Attorney Gen- 
e1 ng a receivership actions 
7 Trust until Dec. 14. 
Rous $1 million in new deposits 
ente U.S. Trust's coffers between’ 
Jul und December. 
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Pearson’s Endorsement of U. S. Trust Draws Heavy Fire 


Shivers Group 
‘inadequate’ 
He Replies 


Columnist ‘Responsible 
To a Great Extent,’ 
Garland Smith Declares 


AUSTIN 
1) c Pe ‘ is vl\ ce \X 

Te Nas t iclie Ce Keme hNDeT 
can put \ l st in ~~. srs 
influenced many of the present 1 
Onn leposttors eT S 
monev to the compan ind they 
hopy mad 


l ~ f s & & iranty Lf 
scribed as soly } the | 
lr ~, t ( «¢ . < | é 
tT € (a Sporsores b 4 
T\ ewscas 13 Texas s 
U.S. Trust also advertised m 
Texas newspapers ay RBS CILICS This photograph was taken of 
} ¢ . “ sol ¢ ] } é ih. 
; , Drew Pearson (left) and A. B. Shoe- 
1 T ey a) ‘ t c 
d were “e tly make on May 23 at the home of a 
= 2. 
paving 5 Waco restauranteur. The Observer 
Ins co } 1 ( Garlend had suggested to Pearson that he 
Ss « A i VWCCK | ars ? 
is spons v t In his wire, Pearson is “deeply dis- 
I son said a ¢ e Ob-  tressed” an is hired Texas counsel 
server: “The only rehane I nvest- ‘to do evervthing possible to protect” 
‘ is I as an out- U-.S, Trust's investors. He said he has 
sick ere s in G Shiv s ownership or investment in U.S, 
Jr ral Con sion.” He said the [Trust and that, to the contrary, they 
con . mis Tully inade ate t owe him s¢ ral thousand dollars for 
put i < 1g 
An Observer reporter wrote Pear- “17S Trust seemed ... to be both a 
] W aid . 
mide os ao oe . P eliable and enterprising firm, and I 
r to be well with U. S. Trust ; ; , 
P ’ . | ' nu rmed that its assets will turn 
Carson \N oO eXas an ce ed : : 
with A.B. Shoemake. president of | out to be much better in the end than 
~ Trust and afal 1 crn panies, mn now reporte oy Pearson said, 
\ 3 emak satis 1 ‘ a4 P 
" sr on . ae He said he understood that one of 
T Ss ? S 1s tT am . 
sly: : ' , —" 17S. Trust’s troubles was that its five 
ft 4 Ss nnd 4) \ ( ° 
- percent interest rate incurred the 
« S ] next Dyatlas hy , ‘ ; ‘ < 
( p of companies that paid only 
Noreeet see os bs hree percent (He told the Houston 
sees 6, es A Rist Ss £eN4S5 Post earlier that this point refers to 
Sim ~ ir? eascone } : : . ‘ r ° 
‘ ' : banks and savings and loan associa- 
Mere SDeCI | re : P : : , 
; p< tions.) He called for mtensive investi- 
\bout two-t Is of the $5.8 mil- gation of the “entire imsurance situa- 
| deposits - U.S n the bottom up,” and he 
i » \ t I rson < he would do what he can to bring 
S od > '. ¢ if. 
ri \ | 
t 
Ti INSUR VC] com- 
O m during 
‘ ( CW with 
he . S t vervbodv’ who 


WILCO’S Sick Leave Plan 


Protects You on AND off the Job! 


available to small groups of employees — from 5 to 50 





— to large groups, up to thousands.... 
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Fannin, Houston, Texas 
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consider foregoing his Texas tele- 
vision sponsorship by Shoemake’s 
U.S. Trust & Guaranty Co. Pearson 
flew to Texas, and Shoemake satis- 
fied him as to the soundness of U.S. 
calls him at his home complaining 
about the receivership mentions Dear- 
son. 


“T think Drew Pearson was respon- 
sible to a great extent, through his ad- 
vertising campaign— Mr. Pearson sit- 
ting in Washington, the Capitol at his 
back, telling people ‘You can put your 
trust in U.S. Trust’ —we’ Iked to 
these people, they think the U.S. Gov- 
ernment was behind it, that it 
sate,” Smith said. 





ve t 





was 


U.S. Trust was under the supervi- 
sion of the Insurance Commission. 


Paul Connor, legal examiner of the 
board, and Mark Wentz, one of the 
commissioners, questioned #Smith’s 
phrase, “to a great extent,” Wentz sug- 
and 
agreed with 


extent’, cnirel 


] 
I 


gested “to 
examiner Y.F. Blanchar« 
Wentz. 

“Well, of course, the 
vertising caused some,’ 
but he rejected the nodification. “A 
vreat extent,” he repeated. “You get it 


tied in with ‘U.S.,’ there’ 


some 


rewspaper ad- 


Smith = said, 


in the background ( ommissioner 

Tl. Bvron Saunders added: “U.S. a1 

the same initials as tl 17) dS ‘s 
People wer nelined to think 


F.D.1.C. backed it.” 
The Federal Deposits Insurance 


Corporation guarantees deposits m 
most banks up to $10,000 per deposi- 
tor 

sShoem ke’s ne paper vdve sing 
solicited deposits certified trast 
r icates” a or ent hve p n 
wnterest rate 

U.S, Trust's advertising manager 
said in Waco that the newspapers, 
as he recalled, were the Fort Worth 


Star-Telegram and Fort Worth 
Dallas News and Dali: Ss Times Her- 
ald, Houston Chronicle and Houston 
ress, San Antonio Express and San 
Antonio Light, Austin American and 
Waco News-Tr 
TribuneHerald, Corpus Christi C 
and Tim 


ler Courier-Journal, 


ibune and 
aller 
es, Beaumont Enterprise, Ty- 
one of the El 


Statesman, 


Paso newspapers (he did not remem- 
ber which), Lubbock Avalanche- 
Journal, Sherman Democrat, and Den- 
ison Herald. 


Pi:ARSON’S WIRE to the 


3) server $ 


6“ 

I am deeply distressed over receiver- 
ship of U.S. Trust and have retgined 
Texas counsel to do everything possible 
to protect its investors. I understand that 
some people are spreading rumor that I 
owned some part of or invested in the 
company. This is rot only untrue but the 
company folded owing me several thou- 
sand dollars through its advertising ag- 
ency. 





Trust. Insurance Commission Chair- 
man Garland Smith—who was him- 
self administratively responsible for 
regulating U.S. Trust—charges that 
Pearson was “responsible to a great 
extent” for the public’s losses. 


pany originally contracted for 
my TV program 





three years ago just as 
through the New York 
gency, Motion Pictures for Television. 
U.S. Trust seemed at that time to be both 
a reliable and enterprising firm, and I am 
informed that its assets will turn out to 
be much better in the end than now re- 
also informed that one of 
its troubles was the fact that its five per- 
cent return on investments incurred the 
wrath of other companies which paid 
only three percent. I do not know. 


other sponsors do. 


ported. I am 


I do know that the entire insurance sit- 
uation in Texas needs a thorough and in- 
tensive investigation from the bottom up 
and I will do whatever I can to bring it 
about. The only reliance the investors of 
Texas have, and I as an outsider here. is 
in Gov. Shivers’s Insurance Commission. 
From this and the 


28 other insurance 
firms that have folded, I gather that the 
Shivers Insurance Commission is woe- 


fully inadequate to put it mildly. 

I also feel that it might be wise to in- 
vestigate some types of advertising. 
Some criticized me for mak- 
ing an introduction for U.S. Trust. This 
is standard procedure in the Radio and 
TV business and most stations and ad- 


people have 


vertising agencies operate that way 
It’s teresting to note that a news 
vants to hold me responsible 
for the U.S. Trust tragedy happens to be 


full page ads promoting the effi- 


ciency of United Air Lines, which has 


just suffered some of the worst crashes 

in histor Time apparently is in no way 

concerned avout United Air safety, 

t nh itd want to hold me responsi- 
G. a. F t 

Swans s pre-cooked cihcken dinners, 

h hav een advertising in mags and 


some of its food go bad and 


+ 1 


a lot of people got sick. Were mags and 
tt TV stations responsible? Time and 

spapers have been loaded 
witl s of Seagram's whiskey, yet Sea- 


gram’s, according to sworn testimony be- 
sressional committee, was 
j al corruption in 1948. 

It 1s not long ago that the McKesson- 
Robbins Drug Company blew up in the 
famed Coster-Musica scandal, losing a lot 
of people money. Newspapers and maga- 
zines all over the country had featured 
their advertising. Likewise, with Sam In- 
l big utility empire rooked the 


of millions. He not only got big 








in our righteous news-mags, but 
some newspapers carried slanted editor- 
ials praising him and his anti-public 
power position—until he had to duck out 


of the U.S.A. for Greece. 

I am not condoning any of this. I de- 
plore it. But the critics who live in tin 
houses should not throw can-openers; and 
it would be healthy for the nation to have 
an investigation of Madison Avenue tech- 
niques as well as why some of my press 
ished up the Shivers $425,000 
land deal when I exposed it exactly three 


years ago 





critics hi 


DREW PEARSON 
9 
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one ified against it; but when the 
R UN D tir vote came the quorum 
j V est spun all over the 
y ber trying to detain vari- 
- Austin Achl ! chall, and Cheatham voted against all | ae < ts ee 
Legislation that would have stopped As ey, Moore, Co son, rules suspensions, regardless of the 1 ‘bbies. 
or radically regulated the banking op- Strauss, Lock Killed Th np nfo re a pee Mies 6. Secrest and Joseph 
erations of A. B. Shoemake of Waco Regulatory Bill nici erga pt ralegpealeeanan a bill to the committee. 
) was killed in the Texas Senate earlier ; : ae securities regulation exemptior were John Griffith, 
this year by a determined and single- From Del Riv, Senator Dorsey for U.S. Trust and Guaranty ee ational Bank, Tay- 
winded group of six or eight senators, Hardeman of San Angelo told the Ob- ated in the Senate itself. It woul er, president, First Nae 
’ € »make ¢T¥eT: “T don’t know much about it. have exempted a corporation wit! Focaade aadt aacuiiaes 
h a ae “tad ae és tee characteristics that corresponded wit ttee of the Texas 
rth" Biro rae re a clause m = Rep. TOM JOSEPH of a a ete — exactly. Rep i: (,eorge Me rri¢e- 
House Bill 39 exempting Shoemake’s Waco started the drive against Shoe- te gt arpa = 1. ree sg ca! \ustin National Bank, 
U. S. Trust and Guaranty from se- make’s company with his sponsorship —, —— started a fight against 1 itwe of the Capital 
of H. 240, which was written by a which reached a head in a_ Hous Austin 


L 

t 

curities regulation and House ap- 

‘ proval of a bill to put the company un- 
der the Banking Department’s author- 

4 ity set the stage for a Senate “deal” to 

| drop the exemption in return for the 

L defeat of the regulation measure. 

4 

b 

o| 


Twenty-three insurance reform 


laws were passed last session and were 

hailed by Lt. Gov. Ben Ramsey and 
many others. Ramsey never took 

known, for or 

Shoemake’s 


ttand, so far as is 
against the regulation of 
company. 


Last week some senators told the 
Observer they were shocked by the 
havoc which the U.S. Trust receiver- 
ship has caused among its 128,000 
depositors. 

“Wasn't that horrible?” said Sena- 

Warren McDonald from Tyler. 


tor 

“That's one of the worst things that’s 
happened in this country im a long 
time. If it would of been stopped three 


ere 


to four months ago it would of helped 
a little.’ 

McDonald was one of the senators 
who fought for regulation of Shoe- 
make’s deposit business. 

In Hillsboro, Senator Crawford 
Martin said “it’s a shame there was a 
blank spot on the law.” 

Senator Doyle Willis of Fort 

he Worth, told by the Observer that 128,- 
.#, 000 depositors had money in U.S. 
Trust, commented: 

“T think it’s a shame and a tragedy 
that the laws of Texas would let these 
people lose their long hard-earned sav- 
ings. Maybe those who were zealous 
advocates of major insurance reform 
laws built a barrel and didn’t leave a 
bottom in it.” 


committee of bankers and savings and 
loan iation executives who did 
not like Shoemake’s operation—or his 
rate of interest. Joseph, who had bank- 
ing interests himself, said H. B. 240 
would re-define a state bank so that 
institution accepting and paying 
deposits would have to comply with 
the statutory safeguards of the State 
Banking Code. (U.S. Trust was 
ganized under the Insurance Code 
subject to 


assoc 


any 


OT- 
and 
was not regulation as a 


bank. ) 


“Thousands of Texans have opened 
depesit accounts in corporations which 
may or may not be financially capable 
of protecting the investments of tts 
depositors,” Joseph said. 

Rep. Bert McDaniel, a Waco lawyer 


who was hired by Shoemake before 
and after the legislative session, was 
known to be opposed to the bill, but 


there was no active opposition in the 
House, and it passed March 21 by a 


vote of 128 to 7. Voting no were Reps. 


Senate conference committee 
which the exemption was dropped 
Then Joseph’s H. B. 240 was killed enate 


as kill 


d that the bill be re- 
favorably; Ash- 
tute motion to send 


J ARRARD SECREIE ai. mimittee whose mem- 
quiet senator from Temple, sponsore in he eicmprag — 
Joseph's bill in the Senate. He had th tha Pheer - ie 
backing of Temple bankers, but he alate ‘ye “ sy bh. 
knew there would be opposition eportes hoe 1 1€ sy )- 

° ‘ committee § minutes 
nsiste ‘por -eache e Ob : 

TInsi _ — | i ed the Ob- 3h ia die: liane 
server that a handtul of _powe ld kill the bill. 


senators—eight was the figure most 


frequently cited—were working w the subcommittee : 
Shoemake to kill H. B. 2 Colson, and Moore; 
The bill was referred to the Banl Bracewell, and Ka- 
ing Committee. Senator Jimmy Phi Martin was present 
lips of Angleton, chairman, was said ote. Colson, Sracewell, 
at the time to favor H. B. 240. Oth subcommittee —never 
members of the committee were Gu on the bill 
Strauss, Hallettsville, vice-chairman nike sal the 47:S. Trust 
Carlos Ashley, Llano,  earcy Brac 6. continued tuking in 
well, Houston, Neveille Colson, Na ate of about $20,000 
sota, William Kly, Victoria, Abrahan a bank. On December 
Kazen, Laredo, Ottis Lock, Lutki t topped ; U.S. Trust 
Crawford Martin, Hillsboro, Wioilliai with fraud and insol- 
Moore, Bryan, and R. A. Weinert, S« on the bill. Bracewell 
guin. eport, but Lock joined 
At first Secrest had difficulty gettin, our opponents while 
a quorum. Then he got one; the bill or the bill and it lost 


was explained and defended, and n¢ 


Observer Told of Shoemake in May 


Burkett, Kerrville; Bradshaw, Weath- 
erford; Carmichall, Hillsboro; Chap- 
man, Sulphur Springs; Cheatham, 
Cuero; Ford, Red River; and Stro- 
man, San Angelo, Burkett, Carmi- 
AUSTIN 

The Texas Observer is the only 


newspaper in Texas which published 
the 
banking-insurance operations of A. 
B. Shoemake’s U.S. Trust 


the facts about unorothodox 


and 





GET THAT THING 

OUT OF HERE / 
I ASKED FOR A 

SUBSCRIPTION TO 


Che Texas Observer 











P Where else have you read 
U.S. Trust in this newspaper? 


what you are reading about 








H =—SséFFirst Gift, $4.00: Second Gift, $3.50; Fach Additional Gift, $3.00 
Name of Receiver: 

] Address: . 

H Please Sign the Gift Card: 





( ) Bill me. 


( ) Check enclosed, 


before — last al paper of an tnsurance 


Guaranty Company 
th a paid-up capital of 


week's receivership action. 
and maintains a re- 


Seven months ago—on May 2 and ee , . 
May 9—the Observer carried front 100 percent of all Its 
' mand obligations 

page stories about the company, its un : ee 
regulated activities as a ban k. the le- ¢ specific requinennent : 
gally non-admissible assets (cars, cat- os Ashley succeeded in 
tle, a tractor) which were in effect in endment to Senate Bill 
cluded in its solvency position throug 17-11, exempting any 
its stock in its assets-owning subsidi pany in business five 

e from the prohibiti m 


ary, and its bold lobbying against | 


designed to regulate it any of its funds in 
itions if a majority ot 
owned for 


oftic ers or 


Acting on tips from legislators, the 
ee 


Observer studied the company’s fir 
cial records at the Insurance,Commis- 


rooration 1s 
one or more 


msurance company ° 


sion and interviewed various inter- Pagignissetir 
ested parties. ch a corpori f i es 
Certain mi iterials pr iblished May 23 ( ¥ oF err gs igen 
in the special edition of the Observer : _ . “Pad » 
“Austin Lobbvists at Work,” als a sel si sai geet, as 4 
: ledical and Hospital 


tained to the Shoemake 


operation ; 
: ust and Guaranty, the 


No other newspaper picked up i oe eggs Fee 
story. Co., on July i 1954, 
I-xcerpts from the early stories 15. 1954. assumed 
May 2 “Slee pe y Slows Insure ts of another Shoe- 
sill; Shoemake’s Waco lTirm Ea TS Insuranee Com- 
cluded from H. B. 39": 
Co. owns Ua 
« “Shoemake set up 
A special exemption appx ars t sty in 1940. 
been slipped into House Bill 39, a fu <add Cnmente hos é 


disclosure insurance security $500.000 its annual 


; , for > Shoemake'’s U , P 
tion bill, tor A. B. ‘ hoemak re 2 (the latest made pub- 
Drust and Guaranty Compan) ssets of $3,287,000, of 
Waco .... ; reent, $743,000, was in 
. aia ° sae a... ? _ ’ 4 
Shoemake is very influential w ent. $1.860.000 was in 
some senators, , ; : on real estate; 14 per- 
Rep. Floyd Bradshaw of We . soit Goal 
a - a H as in cash and MATIK 
- . or > 11Se-Se1 . 1 
ford, a member of the ( ‘ue tealaaee ts-elleet 


conference committee on H. B: 39 


o j Shoemake’s fascinatins 
dug into Shoemake’s fascinating citeeen sail 


luded book 


and is threateni Te 


surance operations Tife Insurance 
to monkey-wrench Shoemake's cart Shoemake corporation; 
ful skid-greasing with some of | pbell Builders Cor- 
Senate friends, this newspaper | called U.S. Automotive 
learned. $499 930 in U.S. Trust 
Sen. Searcy Bracewell, another cor 
ow eon member, told The make’s U.S. Trust and 
Texas Observer : ned all the assets and 


xe are ? -y wrote an exemp rrTeoT . . 
Apparently they wrote ( U.S. Trust Co.. it trans- 


tion around that company—more re ie ee RR” 
less put in the exception to specti) Leia a a ilies a 
ce . . vVaille ‘ Sla < 
U.S. Trust and Guaranty, almost | mpbell Builders in re 
> : . _al ) 2 : - 

- > : 1 write an 4 c . 
name. You should not write 496 shares of Campbelt 


emption for any one group.” 

H. B. 39 puts issue and sale of 
surance securities under regulation 
the Board of Insurance Commission The 
ers. But Section 2 excludes any form 


nued on Page 6) 
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THE PRINCIPALS 


Shoemake and Associates 
VW ACO 





128 000 xaS dem 


\ \\ who was a ¢ 
1 ~ T sf & t iranty \"\ ce 
, ' — , 
4 " WaS ClORKC( ias Ch 
Hle has iron grav hair, thinning a 
little, and is in good health and is ex 


cellent at tennis, Friends here sav 


Was put under a sedative when the 
court order came, however. He was 
reported to have had a nervous col 
lapse. Qniv one newsman talked to 
him (“It's involved and involved,” he 


was told) before his phone was dis 


ce mnected. 


Shoemake lives in a low-sweeping 
white stucco mansion partially encir 
cled by a winding 
Passing through the gate of the black 


moat-like pond 


irom tence, one crosses a bridge over 
the pond and approaches the porch 
Two simulated bell towers rise at each 
end of the home: wrought iron erat 
ings guard the windows; a high white 
wall and a latticework enclose the gar 
den to the right; to the left there are 
three garages. 

Mrs. Shoemake is a 
son. She explain “d to the Observer re- 


rracy : 
gracious 


per- 


porter that her husband was in bed 
and that she didn’t know if he would 
be at the hearing in Austin Thursday. 
She that the had in- 
structed him not to make any 
tacts, but she appreciated the reporter 
coming by. 


said doctor 


con- 


\ man named Sam Deeley is vice- 
president of U.S. Trust. He, like the 
other stockholders, is a Waco resident 
He was not in a talkative mood 
the trouble. “No comment,” he said, 
“| have an interest in it, but I have no 
statement.”” He said he intends to go to 
the Thursday hearing in Austin 


V. E. Ridling, who is Mrs. J. B 
Ridhng, secretary of U. S. Trest, had 
no statement. “IT just don’t know what 
to say, and I'd rather not comment 
about it. The thing about it is, we don’t 
personally want any publicity about it, 
and we'd appreciate it. you know.” 


James N. Hay, accountant for the 
corporation and a stockholder, said “I 
don't know: no comment. I couldn't 
tell a thing in the world.” Joseph bk. 
Trautschold, another stockholder 
self in manufacturing 
sari: “IT don’t know much about n, | 
had just one share. I didn’t participate 
actively in the management. I only at 
tended one stockholders’ meeting.’ 
“What's Shoemake like?’ he 
asked. He laughed: “That’s hard to 
say.” 


him 


of hxtures 


was 


Kobert Abernathy, a stockholder 
and the firm's advertising 
said Shoemake is “a fine man, I'll say 
that, all the way down the line. I've 
worked with him ten years and never 
liked anyone more.” 


managet 


There is one other stockholder, Ir- 
win Wilhelm, an electrical contractor 
He was introduced to the Observer on 
a Waco sidewalk last week thusly: 


“I'd like you to meet Irwin Wil- 


helm, who’s a —” 


“No I’m not! The hell I am!” said 
Wilhelm. 


The Formal Pleadings 


AUSTIN 
The Attorney General's December 


fifteenth petition to put U.S. Trust] 
| Gauarant nto receivership was 
sed on “specific findings” of in- 
solvency ar falsification by the 


‘§ Insurance Commissioners 
months he re and on further 
two ~ before 
. Texas charges tn the 
Per ty 
i ud 


~ rtpet 


was 


@ \\as it that time bv 
~ a4 OOO : 
ca ! ‘ ed its corporate powers, 
he | 1 to keep proper accounts; 
7 ilsitied its accounts in reports to 
the Insurance Commission: and 
@ Made unauthorized investments. 
Lhe lune order of the board — 
which was not publicized by the 
hoard or the Attorney General—said 


at the specific findings were made 

“atter thorough study, discussion, and 
deltberation.”’ The board charged then 
that U.S. Trust was doing busimess it 
was not authorized to; that it had 
withdrawn about $300,000 from its 
accounts and “failed to account” for 
the spending of it; that it overvalued 
mortgage loans, bonds, and stocks in 
telling the board what it was worth; 
misrepresented the financial 
comhtion of a key subsidiary by pre- 
senting a statement from it overvalu- 
ing its and that it further pre- 
sented “a false financial condition” bv 
representing as an asset a large sum 
receivable” another corporation 

other corporation's 

the stock of US. 


that it 


assets 


from 
the 


were 


when, in tact. 
} Se , 
Oniy asse 
Trust it held. 
“Premises considered, the Board of 
Insurance Commusstoners finds cause 
for revocation of the certificate of au- 


thority heretofore issued to U. a 
Trust and for denial of applica- 
tion for renewal certificate,” said the 


fin June 

\ hearing was called July 5 at which 
U.S. Trust was invited to show cause 
ag t the revocation. The hearing 
was recessed without action until Sep- 
tember 15; then it was recessed again 
until December 14, again without ac- 


tion 


} 
DOal 


iinst 


(On Monday, December 13, the 
Board issued a stateinent repeating the 
June charges against U.S. Trust as in 
the June order, but adding some 
others, to wit: that U.S. Trust set up 
Arkansas Fire and Marine Insurance 
Company illegally to further manipu- 
laie U. S. Trust's funds to give an ap- 
pearance of solvency; that the Arkan- 
sas firm attempted to re-insure $1.6 
million of U.S. Trust’s insuranee poli- 
although Arkansas had a capitali- 
zation (U.S, Trust-provided) of only 
$.5 million; that U.S. Trust’s adver- 
tising allegation that it was in a sol- 
vent condition with cash reserves 
equal to half its outstanding demand 
“entirely false”; and 


Cics 


} . 
obligations was 


that its advertising claim it invested 
its deposits (“monies loaned to 
it’’) in liquid automobile loans were 


false because much of the money was 
dissipated by U.S. Trust and the rest 
was transferred to the subsidiary U.S. 
\utomotive Service in exchange for 
long-term bonds with “no market 
value” and no adequate security. 

\fter receiving this extended Board 
statement, the state filed its receiver- 
ship action December 15. The Decem- 
ber 14 hearing continuation from Sep- 
tember 15 was not held. 


THE STATE'S petition re- 
fers to the activities of Shoemake’s 
companies as “his scheme to defraud 
the public” and “a fraud upon” buyers 
"Ss. Trust’s “certified drafts’ (the 
depositors), 

the petition asserted that the orig- 
inal incorporation of U.S. Trust was 
unlawful because the original papers 
were not filed by the Secretary of 
State and were approved by the 
Board of Insurance Commissioners 


ot | 


GARLAND SMITH 









Insurance Commission Chairman Says No Senators Saw Him for Shoemake 


(this in 1945) only. The company is 
therefore “wholly without authority to 
operate,” said the petition. 

The state adopted the board's alle- 
gations substantially as its own. 

On Feb. 28, said the state, US. 
Trust had a “deficit surplus” of $1.5 
million; as of Dec. 15, it was alleged, 
it was even more insolvent because 
it had liquid assets of $800,000 and de- 
mand obligations (depositors’ depos- 
its) of $5.8 million. 

U.S. Trust has operated at a loss, 
said the state, and its appraised values 
are $1.7 million higher than their ac- 
tual cost. U.S. Automotive has oper- 
ated at a loss for five years, illegally 


Observer Told 


(Continued from Page 5) 

The insurance company’s equipment 
list included such items as 55 cars 
($70,800 ), hereford cattle at “South- 
ern Guaranty Farm” at Spring Valley 
in McLennan County ($40,000), and 
“tractor and scraper used for irriga- 
tion prt ject” ($41,000). 


The Insurance Code does not per- 
mit aecompany to count equipment in 
its statement of assets. Stock in an- 
other corporation can be counted. 


It helps if you can own the other 
company. Shoemake is one of the di- 
rectors of Campbell Builders, which 
has a capitalization of $204,080. When 
the Campbell corporation accepted 
equipment in payment of increased 
capital stock in the amount of $100,- 
080 in December, 1949, Shoemake got 
$100,040 of the stock and four others 
got $10 each. 


The equipment traded in the Camp- 
bell corporation in 1949 included 19 
cars and some farm equipment at 
Spring Valley in McLennan County. 

9 


May 9, “Shoemake Again: Banking 
Regulation Bill Buried”: 


“ 

An insurance regulation bill was 
expected to be reported out of con- 
ference committee early this week, 


stripped of what appears to be a spe- 
cial exemption for A. B. Shoemake’s 
U.S. Trust and Guaranty Company of 
Waco. 


.... Shoemake’s Senate friends are 
understood to have given up their 
fight for these special provisions last 
week. 


Meanwhile, The Texas Observer 
learned that Rep. Tom Joseph of 
Waco is angry that the Senate Bank- 
ing couumittee has buried ia subcom- 


declared a dividend when it didn’t 
have any profits, and committed ultra 
vires (outside of its legal power) acts, 
said the state 

“It would be further shown that the 
failure to secure a permit for the sale 
of securities ... prior to the sale of 
securities issued by U.S. Trust ... and 
the false and fraudulent representa- 
tions, or failure to state material facts 
to the investing public, is ... in viola- 
tion of the penal laws of this state,” 
the petition alleged. 

It was signed by Shepperd and as- 
sistants attorney general Robert C. 
Fagg, Will D. Davis, and J. Fred 


Jones. 


of Shoemake 


mittee Joseph’s H. B. 240, which re- 
quires that any company accepting de- 
posits and lending money must com- 
ply with the State Banking Code. The 
House passed the bill overwhelmingly. 

Shoemake’s statewide United Ser- 
vice Broup, including U.S. Trust and 
Guaranty, accepts deposits and lends 
money but is not regulated in this ac- 
tivity by either the Board of Insur- 
ance Commissioners or the Banking 
Commission. 


The Texas Observer has obtained a 
copy of a report on Shoemake’s com- 
panies by the Better Business Bureau 
of Austin. It is pointed out that U.S. 
Trust and Guaranty advertising refers 
to certified draft accounts which “are 
currently paying full 5 percent per an- 
num. 

Since the Shoemake companies are 
organized under the Texas Insurance 
Code, none of them is subject to su- 
pervision by the State Banking De- 
partment, and “‘no financial statements 
are submitted to the Banking Depart- 
ment for analysis,” the report says. 
The Insurance Commission wrote on 
Sept. 10, 1954, that it has no authority 
to intervene in Shoemake’s “non-in- 
surance activity.” 

It is indicated that most of the 
funds accepted by the companies are 
invested “primarily in automobile pa- 
per,” the report says. 


as 
ty’s name stands for “United Service.” 
Savings accounts with the company 
are not insured up to $10,000 against 
loss by the F.D.1.C. of the U.S. Gov- 
ernment, says the report. 

The report also says that the Austin 
bureau has received no complaints 
about the Shoemake companies. 

” 
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The temporary receivership of 
U.S. Trust and Guaranty meant to 
128,000 Texans and their families 
last week that their savings may be 
gone. 

Dazed depositors telephoned news- 
papers, television stations, officials of 
the padlocked company, state offices in 
Austin; they stood around outside the 
locked offices of the company in cities 
throughout the state; they peered 
through the glass doors at signs that 
read: “Temporarily closed by order 
98th Judicial Court.” 

James Hudspeth, a Houston file 
clerk who can work only four and a 
half hours a day because of a heart 
condition, invested $950, all of his 
savings, in the company Aug. 1. A 65- 
year-bld grandmother there put $1,000 
in the company; she was reported 
near collapse after she heard the news. 

A Houston salesman put life savy- 
ings of $4,000 in the company, and his 
newspaper carrier son had $237 at 
stake. J]. T. Clocke, a longshoreman, 
put $1 000 in the company after hear- 
ing Drew Pearson boost it on TV. 

For two years the small congrega- 
tion of Ascension Lutheran Church in 





PERSONAL TRAGEDIES 


Houston put money aside for a new 
building. They deposited their $4,000 
in U.S, Trust and Guaranty. They 
have postponed their building plans. 

A carpenter m Tyler told Senator 
Warren McDonald he received an in- 
surance settlement of $1,800 fora 
broken arm, added $200 of his own, 
and invested the $2,000 in U.S. Trust. 
“A little Chinese doctor said he had 
$2,000 in it,” McDonald told the Ob- 
server. 

From Hillsboro, Senator Crawford 
Martin said “it hurt this little town,” 
that the largest single deposit there 
was $1,200, that “most of them here 
were small depositors, they were the 
ones who couldn't afford to lose it.” 

In Fort Worth, lawyers Joe Spur- 
lock and Kelly Jacobs observed that 
their client, Dewey McClain, an air- 
man at Carswell A.F.B., recently won 
a $12,000 judgment for the loss of an 
eve in a ¢ar crash with another air- 
man insured by U.S. Trust. 

“He had planned to use the money 
to get an education,” Jacobs said, “but 


we may be lucky now if we get 20 
cents on the dollar for him.” 
Spurlock and Jacobs, incidentally, 
also won a $123,626 judgment for 
Mrs. Edna Crane Moore after she 


was crippled im a car-truck wreck in 
1954, but the General American Cas 


ualty Company, which the court or 
dered to pay the damages, was de 
clared insolvent, and Mrs. Moore has 


not yet collected. Twenty-four Texas 
insurance companies have gone broke 
in the last 36 months. 


MARVIN FOSTER. a 
Austin lawyer, said Staff Sergeant 
Peter J. Brown, stationed at Gary 


Force Base in San Marcos, deposited 
$10,000 he had earned and saved in 
the Waco. firm Nov. 19. “He was } 

one of many,” Foster said. “He 


bought the certificates because of the 
trust and confidence he had in our 
esteemed columnist friend, Drew 
Pearson. After he saw it on televiston 
Sergeant Brown talked it over witl 








LEGAL ADVERTISEMENTS 


THE STATE OF TEXAS 
COUNTY OF TRAVIS 


TO: Those indebted to or -holding claims 
against the Estate of Guy Ellsworth Fuller, Sr., 
Deceased : 





The undersigned, having been duly appointed 
Administrator with will annexed of the estate of 
Guy Ellsworth Fuller, Sr., Deceased, late of 
Travis County Texas, by Tom E. Johnson, Judge 
of the County Court of Travis County, Texas, on 
the 8th day of November, 1955, hereby notifies 
all persons indebted to said estate to come for- 
ward and make settlement, and those having 
claims against said estate to be present to pre- 
sent them to him within the time prescribed by 
law at the office of his attorney, Robert C. 
Sneed, P. O. Box 852, City of Austin, Travis 
County, Texas this the 25 day of November, A.D. 


1955. 
D. M. FULLER 
Administrator with will annexed of the 
Estate of Guy Ellsworth Fuller, Deceased. 
THE STATE OF TEXAS 
COUNTY OF TRAVIS 

BY VIRTUE of a certain Order of Sale issued 
by the Clerk of the District Court of Lee County, 
Texas, on the &th day of November, A.D. 1955, in 
a certain Cause No. 4322, wherein the Lexington 
State Bank of Lexington, Texas, is Plaintiff, and 
D. W. Cantrell, is Defendant, im favor of the 
said Plaintiff, for the sum of Two Thousand 
Seven Hundred Eighty-one and 87 /100 ($2,781.87) 
Dollars, with interest thereon at the rate 4 
per centum per annum from the 27th day of 
August A. D. 1954, together with all costs of 
suit, that being the amount of a judgment re- 
covered by the said Plaintiff, in the District 
Court of Lee County, on the 27th day of Angust, 

. D. 1954. 

I, on the 16th day of November 1955 at 8:57 
o'clock A.M., have levied upon, and will, on the 
3rd day of January A.D. 1956, that being the 
first Tuesday in said month, at the Court House 
Door, in the City of Austin, within legal hours, 
proceed to sell for cash to the highest bidder, all 
the right title and interest of D. W. Cantrell, 
as the same existed on the 21st day of September 
A. D. 1950, and at all subsequent dates existed 
and still exists, in and to the following described 





property, levied upon as the property of D. W. 
Cantrell, to-wit: 
Lot No. Fourteen (14), Block No. Twenty- 


three (23), in the Town of Manor, according to 
a plat recorded in Vol. V Page 796, Travis 
County Deed Records. 

THE ABOVE SALE to be made by me to sat- 
isfy the above described judgment for $2,781.87, 
in favor of the said Plaintiff, together with the 
costs of said suit, and the proceeds applied to the 
satisfaction thereof. 

T. O. LANG, Sheriff, 
Travis County, Texas 
By HENRY KLUGE, Deputy 
Austin, Texas, Nowember 29th, 1955. 


NOTICE OF INTENTION 
To Incorporate a Firm Without Substantial 
Change of Firm Name 
TO WHOM IT MAY CONCERN: 

Notice is hereby given that ESTIL FOSTER, 
doing business under the firm Same eof South 
Texas Music Co., intends to incorporate such firm 
immediately under the firm name of South 
Texas Music Co., Ine. 

Signed this 2nd day of December, 1955. 

SOUTH TEXAS MUSIC CO. 
By ESTIL FOSTER 
NOTICE OF SALE 

WHEREAS the AUSTIN FIREPROOF WARE- 
HOUSE CO. has im its possession the following 
described goods : 


Bbl. and contents— 8 
Carton & contents 
Fiber hat case 

Metal covered suitcase 
Black hand trunk 
Metal foot locker . 
Small suit. case 

Metal bread box 
Wrapped bdle picture 
Carton & contents — 8 
Cane seat st. shairs — 3 
Cane seat stools — 


which were deposited with 
it by Mrs. Margaret Smith Mitchell, the owner 
thereof, for storage and preservation, and 
WHEREAS lawfv! charges for storage, preserva- 
tion, and other expenses in relation to such 
are now due and unpaid, and WHEREAS the 
owner and depositor though notified to come 
forward and pay such charges has failed and 
refuses to do so; THEREFORE the goods de- 
scribed above are hereby advertised for sale and 
will be sold by auction at 2 o'clock, P.M. on the 
6th day of January, 1956, at the warehouse of the 
AUSTIN FIREPROOF WAREHOUSE CO., le 
eated at 40 East Third Street, Austin, Travis 
County, Texas. 
AU STIN FIREPROOF WAREHOUSE CoO. 
By: Tom H. Davis, Attorney 





NOTICE OF SALE 
WHEREAS the AUSTIN FIREPROOF WARE- 
HOUSE CO. has in its possession the following 
described goods: 


Westinghouse elec. refrigerator 
2 4x6 Mahogany bed ends 

Mahogany double dresser 

4x6 steel bed spring 


4x6 gray striped innerspring mattress 
Bundle 2 metal bed rails 
Bundle four 4x6 bed slats 


which were deposited with 


it by Mr. Bob Walton, the owner 
thereof, for storage and preservation, and 
WHEREAS lawful charges for storage, preserva- 


tion, and other expenses in relation to such goods 
are now due and unpaid, and WHEREAS the 
owner and depositor though notified to come 
forward and pey such charges has failed and 
refuses to do so; THEREFORE the goods de- 
scribed above are hereby advertised for sale and 
will be sold by auction at 2 o'clock, P.M. om the 
fth day of January, 1956, at the warehouse of the 
AUSTIN FIREPROOF WAREHOUSE CO., le 
cated at 5501 Lamar Blvd., -Austin, Travis 
County, Texas. 

AUSTIN FIREPROOF WAREHOUSE CO. 

v: Tom H. Davis, Attorney 


NOTICE OF SALE 
WHEREAS the AUSTLN FIREPROOF WARE- 
HOUSE CO. has in its possession the following 
described goods: 


13 Doz. sets - Battery caps 
& Budis. - Knock —. cartons 
Which were deposited with 
dt by TEX-Max ENTERPRISES, the owner, 
thereof, for storage and preservation, and 
WHEREAS lawful charges for storage, preserva- 
tion, and other expenses in relation to such goods 
are now due and unpaid, and WHEREAS tbe 
owner and depositor’ though notified to come 
forward and pay such charges has failed and 
refuses to do so: THEREFORE the goods de- 
scribed above are hereby advertised for sale and 
will be sold by auction" at 2 o'clock, P.M. on the 
6th day of January, 1956, £ the warehouse of the 
AUSTIN FIREPROOF WAREHOUSE CO., lo- 
cated at oil East Third Street, Austin, Travis 
County, Tex 
AU STIN FIREPROOF WAREHOUSE CO. 
By: Tom H. Davis, Attorney 
THE STATE OF TEXAS 


Te any Sheriff or any Constable within the 
State of Texas—GREETING: 

You are hereby commanded to cause to be 
published, ONCE, not less tham ten days before 
the return day thereof, in a newspaper printed 
in Travis County, Texas, the accompanying cita- 
tion, of which the herein below following is a 
true copy—(but if there be no newspaper so 
printed in said county, then that you cause 
said citation to be posted for at least TEN days 
before the return term thereof as required by 
law). 

CITATION BY PUBLICATION 
THE STATE OF TEXAS 

TO ALL PERSONS interested in the estate of 
Rebecca Gault, Deceased. 

No. 16,937, County Court Travis County, Texas. 
Johnson Gault, Administrator thereof, filed im 
the County Court of Travis County, Texas, on 
the 15th‘day of December, A. D. 1955, his Final 
Account of the condition of the Estate of said 
Rebecca Gault, Deceased, together with an Appli- 
cation to be discharged from said Estate. 

Said Final Account and Application will be 
heard and acted on by said Court on the first 
Monday next after the expiration of ten days 
from date of Posting or publishing this citation, 
the same being the 2nd day of January, 1956, at 
the Courthouse thereof in Austin, Texas, at 
which time and place all persons interested im 
the Account for Final Settlement of said Estate 
are required to appear by filing a written an- 
swer and contest said account and application 
should they choose to do so. 

The officer executing this writ shall promptly 
serve the same according to requirements of law, 
and the mandates hereof, and make due return 
as the law directs. 

GIVEN UNDER MY HAND AND THE SEAL 
OF SAID COURT at office in Austin, Texas, this 
the 16th day of Detember, A. D. 1955 

EMILIE LIMBERG 
Clerk of the County Court, 
Travis County, Texas 
By M. EPHRAIM, Deputy 
NOTICE OF INTENTION TO INCORPORATE A 

FIRM WITHOUT CHANGE OF FIRM NAME 
TO WHOM IT MAY CONCERN: 

Notice is hereby given that William L. Nelson, 
doing business under the firm name of Dwight 
TV Sales & Service Company, intends to incor- 
porate such firm immediately under the firm 
name of Dwight TV Sales & Service Corporation, 


located at 724 Dwight Avenue, South San An- 
tonio, Texas. 
Signed this 8th day of December, A. D., 1955. 


DWIGHT TV SALES & SERVICE CO. 
By: WILLIAM L. NELSON, Owner 


NOTICE OF SALE 
WHERFAS the AUSTIN FIREPROOF WARE- 
HOUSE CO. has in its possession the following 
described goods: 


Small oak table 

Wood box and contents 
Clothes hand bag and contents 
Flectric roaster stand 
Minnow bucket 

Cloth hand bag 

Walnut desk 

Oak study table 

Game table 

Bdle. 2 yard tools 

Small folding table 
Clay back gas heater 
Walnut rocker 

Cloth saddle bag 

Barre] and contents 
Uphl. foot stool 

Small gas heater 





which were deposited with 
it by Mrs. R. L. Edwards, the owner 
thereof, for storage and preservation 


WHEREAS lawful charges for storage, 
tion, and other expenses in relation to such good 
are now due and unpaid, and WHEREAS 


preser 


owner and depositor though notified to come 
forward and pay such charges has failed and 
refuses to do so; THEREFORE the goods ce 
scribed above are hereby advertised for sale and 
will be sold by auction at 2 o'clock, P.M. on the 


6th day of January, 1956. at the warehouse of the 


AUSTIN FIREPROOF WAREHOUSE CO., lo 
cated at al Fast Third Street, Anetin, Travis 
County, Tex 


AU STIN FIREPROOF WAREHOUSE CO 
By: Tom H. Davis, Attorney 


NOTICE OF SALE 
WHEREAS the AUSTIN FIREPROOF WARE 
HOUSE CO. has in its possession* the following 
described goods : 


Bdle. broom handle - measuring stick 
Western elec. vacum cleaner 
Warehouse broom 

Bdle. 2 bed rails - ms-bracketa 
Coffee table - glass top 

4-6 Oak veneer bed end-trim 

4-§ Oak veneer bed end 

Maple dinnette table top 

Clothes dryer 

End table 

Meta! utility cabinet 

Rdle. 2 plungers 

Bdle. 4 maple table legs 

Metal folding ironing board 
Bdle. % spliced bed slate 

Bdle. 4 Mah. table legs 

Folding gate 

Maytag washer 

Bdle. 2 wash boards 

Walnut straight chairs - 4 

Arm chair, walnut 

Washing machine wringer 
Walnut magazine rack 

Blue uphl. foot stool 

Blue uphi. O. S. chair 

Mah. table top 

Red imitation leather ottoman 
Blue settee cushions - 4 

Blue and grey O. S. chair 

Blue and gray O. S. Settee 

Glass top mahogany lamp table 
Black painted end table . 
Yellow painted bench 
Walnut end table 
Combination Deleo table 
Oak lamp table 
Westinghouse roaster 
Bdle. garden hose 
P. B. carton 

Carpet sweeper 

P. B. cartons - 24 


radio & record player 


which 
it by Mr. F. E. Collins, the owner 
thereof, for storace and preservation and 
WHEREAS lawful charges for storage, preserva 
tion, and other expenses in relation to auch goods 


were deposited with 


are now due and unpaid, and WHEREAS the 
owner and depositor though notified to come 
forward and pay such charges has failed and 
refuses to do so: THEREFORE the goods de 
scribed above are hereby advertised for sale and 
will be sold by auction at 2 o'clock, P.M. on the 
6th day of January, 1956, at the warehouse of the 
AUSTIN FIREPROOF WAREHOUSE CO., le 
cated at 55/1 Lamar Blvd, Austm, Travis 
County, Texas. 

AUSTIN FIREPROOF WAREHOUSE CO 

By: ‘om H. Davie, Attorney 


NOTICE OF SALE 
WHERFAS the AUSTIN FIREPROOF WARE 


HOUSE CO. has im its possession the followings 
described goods: 

Black Dress Trunk 

White painted Trunk 

which were deposited with 

it by Mrs. Hazel Ball, the owner 
thereof, ‘for storage and preservation, 
WHEREAS lawful charges for storage, preserva 
tion, and other expenses in relation to such 


and WHEREAS. th. 


are now due and unpaid, 

owner and depositor though notified to ome 
forward and pay such charges has failed a 
refuses to do s0: THEREFORE the good le 
scribed above are hereby advertised for sale a 
will be sold by auction at 2 o'clock, P M. on the 
6th day of January. 1956, at the warehouse of the 


WAREHOUSE CO 


AUSTIN FIREPROOF . 
cated at 5501 Lamar Bilvd., Austin Travis 
County, avon 
ISTIN FIREPROOF ber sg > te co 
By: Tom H. Davis, Attor 


NOTICE OF SALE 
WHEREAS the AUSTIN FIREPROOF WARE 
HOUSE CO. has im its possession the followi 
described goods : 


1 Bread wrapping and-or slicing machine 


which was de pasite wit! 
it by Cuneo Bakery, the owner 
thereof, for storage and preserv ation, and 


WHERE AS lawful charges for storage, ot get 
tion, and other expenses in relation to such o 
are now due and unpaid, and WHERE AS. the 
owner and depositor though notified to come 


forward and pay such charges has failed and 
to do so; THEREFORE the goods de- 
scribed above are hereby advertised for sale and 


will be sold by auction at 2 o'clock, P.M. on the 


his wife and decided rt would er a ™ 
pr } good idea.” 

One the insurance commissioners 
he id a widow told him she had 
y er life savings of $5,000 in the 

ie! 

Vistraught couples were trving the 
le he Waco office. An old man 

moked inside, stood around, muttered: 


iy I put $1,000 in there.” 


representative 
he had had a lot of calls, 


4 


in Waco 


\ lot of them were putting 
in Drew l’earson. Lots of 
rich, middle class. Any 
ou want to think of-—a 
m college, his insurance 
any 


his old man died . 


and th t’s 


i So) 
ve deposit was about $45. 
wostman said he delivered 
Us Teus t and (suarantv 
t) mighout the poor 
i *y rvices. “Some of 
iged ies or five dollars 
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tOOF WAREHOUSE CO., lo 
Lamar Bivd., Austin Travie 
FIREPROOF WAREHOUSE CO, 
By Tom H. Davis, Attorney 
NOTICE OF SALE 
AUSTIN FIREPROOF WAKE- 
. n its possession the following 
& cont 
foot locker 


wagon 


tricycle 





By: Tom H. Davis, 


h car 
& 
f s tricycie 
la horse 
yard cover 
yn 
nd 
which were deposited with 
Webster, the owner 
ree and preservation, and 
t for storage, preservn- 
ses in relation to such goods 
In} 1, spd WHEREAS the 
hough notified to core 
rges has failed and 
EREFORE the goods de- 
aa advertised for sale and 
at 2? «’clock, P.M. on the 
r 1956. at the warehouse of the 
OOF WAREHOUSE CO., le 
Lamar Bld Auetin, Travis 
WAREHOUSE CO, 
I Tom H. Davis, Attorney 
OTK F OF SALE 
» ASTIN FIREPROOF WARE-~ 
r t ceasion the following 
” wera 
f drawers 
& tents 
comb 
& 
en ends 
ben ends 
i b ends 
a 
base 
ner 
wv 
v me drense urror 
w r 
S08 
ng 
ress 
2 wood bed ends 
& n leather hassoek 
fels & s 
t helves 
f rad 
x <= hamper 
r cabinet 
siata 
- ts 
ur wood bed rath 
ashions 
2 
lace 8 
wo rugs 
pune 
1 Pr a 
rac on 
t St. chair. 
awe 
and 
able 
h i bag. 
a mitatior ther seat sto 
at 
itcher os 
nity stool 
’ tand 
re Sw 
vs 
& 
amr 
" re d ed with 
1 ‘ 1e vner 
atior nd 
a es f twrage, prese - 
n ’ to such gonmia 
i ' w HEREAS e 
tified to come 
i ; e has failed a 
i THEREFOR'S the goods de 
1 ud tised for sale nd 
xk, P.M. on the 
ary ‘ the warehouse of the 
REPROO WAREMOt SE co l= 
Lama Bled Austin, Travis 


AUSTIN FIREPROOF WAREHOUSE co. 


Attorney 


THE BANKING TRAGEDY 


(Continued from Page 2) 
cerned in the 
ever, Saith, the 
who under the 

le authority to license and examine 


summer of “34. How 
Life Commission 
law until Sept. 6 1 
sone 
COMIpANLIeS under t! Insurance Con 
Ission, says he was “‘trving to sav 
* CODY mn le sav t | me er trv 
save another one 


\\ eve ha l our suspicions Tot 


some time,” Saunders savs. S t] 
ifter he became con ikieidsei tee ts 
t “ 1953 “evervbod) warned me 
about that company,” he s 
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On Tune 24 the Board 


Commissioners, in 16 


of Insurance 
ritten but un 


publi | “specific findings,” said that 
vo 3 & Guaranty was insolvent, 
had falsified its records and misrepre- 
sented the condition of a subsidiary, 
ul should have its license revoked. 
\ heat ny was set for July 5. The 
I es © the he uring are not vet 
wailable. U.S. Trust continued to 
tal n ce posits at the rate of $20,000 
a da 
Why didn't the commissioners let 
the publ know thev had found the 
compat nsolvent im June? “That's 
the best w o break a company you 
e« Smith said 
1] co Ss} ners say they asked 
. i Ss ) ulvertising and tak 
v but the took no steps 
mn they o1 
] | ee | ists real 
t wo ‘ hs late ol 
: { 
\ \ ey General's 
nd it hn 
= | tery vavatlable 
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The .\ vy Gen 
guested (in Jul 1 In 
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Shoemake Sought To Hire Senators 


ontinued from Page 1) 
Were vou working for Shoemake 
while vou were still a member of the 


Board (of Control) ? the Observer 
asked [Lanning 

“Oh, that’s kinda confidential be- 
ween your client and vourself,” he re- 
plied 


Ashley was a member of a 
Senate banking subcommittee which 
bill to put all companies 
that aceept deposits under the Bank- 
ing Code. The bill died there. It 
pomted at Shoemake’s banking activi- 


Senator 
received a 
was 


ties aS an insurance company 

Voting with Ashley were Senators 
ius Strauss, Hallettsville; William T. 
Moore, Bryan: and Neveille Colson, 
Navasota The r gulator v bill was 
tunneled | ! ittee on 
April 26. Voting with them on a latet 


into Lhe subcomn 


roll call was Senator Ottis Lock, Luf- 

Strauss, contacted in Hallettsville 
by telephone, was asked if he had beet 

tained by Shoemake in 1954 or 
1955. “He has used my partner s 

he past,” he replied. His law 4 

\. G. Schwartz 

~ i s VW _ T t 4 
= , ore [ 

vas belore [ i 
i va 7 - S é 
ad 1 he i é ll 
this bro ‘ } S 
(sch iytZ) S21 \) 
for | 

US. Ti , 
ofl in Uf ied 
during the last session that he pted 
$11,000 which he identi as “legal 
fees’ from promoters land 
deals 

Senator Moore could not hed 
at Bryan. Senator Lock was not 
reached. 

Senator Colson said from Navasota 


that she did not remember the bill nor 
her vote to send it to a subcomuittee. 
She said she does not know Shioemake 
at all, 


Senators Jimmy Phillips, Angleton; 
Searcy Bracewell, Houston, and Abra- 
ham Kaz Laredo, supported H. B, 


240 last April 

Bracewell said this Tuesday that he 
had been approached by Shoemake 
and offered a retainer but that he had 
refused 

“He said his company operated here 
and needed an attorney. I told him that 
since I was in the Legislature, some- 
thing might be coming up, and I eould- 
n't do it.” 

Strauss said he remembered the 
committee debate on the bill. “There 
was some representative of the Insur- 
ance Commission that was asked how 
many companies it would apply to, and 
he said two or three: and someone 
asked 1f there was any danger of any- 
ome losn 4 ’ 


money or becoming tmsol- 


vent, and he said ‘No’ ..., They 
wouldn't make that accusation, they 
never «did It looked like the banks 
wanted the bill, that they were out to 
pun sh somebody.” 

The committee minutes show that 
Paul Connor, legal examiner of the 
m | is present and was questioned 
by committee members at the April 26 
meeting 

\ vd led a proposed exemp- 
tion of Shoemake’s U.S. Trust from 
é S tio I] said the 

i vould have required U.S. Trust 

10 percent cash reserve 
’ . make’s firm showed a 
e of about 12 percent on 
Dec. | 

“I think it’s a shame the laws didn’t 

y 5. Trust) better,” Ash- 
le j 

senator Bill Fly of Victoria, who 
was al b of the subcommittee 

of Ww h the Shoemake exe mption 


ip 


em “| asa part of H B 39 tokl the 
Observer 


from Victoria that he had 
not heard of the receivership action 
hitting any people around Victoria. 
He said he had never seen Shoemake. 
He said that if Shoemake retained any 
senators, “I don’t know any of ’em,” 


ers had been advised of the situation 


“since September” and that he told 
the commissioners to go ahead and do 
what they thought right 


R.D. 


IN REVIEW 


@ Arthur Smith of the First Na 

tional Bank in Dallas said at a 
Congressional hearing in Washington 
that removal of the oil depletion al- 
lowance would be the first step toward 
oil's nationalization 


and would dK 


courage exploration for new fields. 


& Texas delegates to the American 

arm Bureau convention in Chi 
i controlled 
90 percent of 


Tayo plumped for a str tly 
bank 
parity for basic crops until supply and 
demand come 
@ Trans-Texas Airways 


} } 
ere = 
eigh tl { 


Field at Fort 


soil program and 


into line 


\\ ae 


& The T Nas Supreme Court upheld 
the action of Dr D.A. Sam 
Burris and Atty. Gen Shepperd in 
tentatively suspending a pro-Parr Du 
val County commissioner, Mrs. E. G 
Mrs. Garcia contended only 
could do it. 


(Garcia. 


the county 





@ Second National Bank of Hous- 
ton has 3ank of the 
Southwest. : 


become 


@ R.L. Adame, former San Dieggt 

Texas school superintendent, and 
R. B. Barrera of San Diego—both 
former George Parr lieutenants—have 


» 


i 


been indicted in San Antonio on in- ~ 
come tax evasion charges of $3,064 @ 
and $4,134.64, respectively. ig 

: is 
aeciasstneiaiat # 





WHAT BETTER GIFT for 
original drawing, painting or sculpture by young q 
Texas artists? Why buy reproductions? Everyman 


Christmas than an 





a Medici! 
RENAISSANCE GALLERY a 
624 Lamar Boulevard, Austin, Texas 
Evening Hours 8 te 11 
IF YOU BUY A CAR— 4 
IF YOU BUY A HOUSE— 
IF ANY OF YOUR POLICIES EXPIRE— 
CALL ‘ 
‘ ’ 7 
BOW’ WILLIAMS j 
Automobile and s 
General Insurance f 
J 


Represents ICT— 


The Company Owned by Union Members % 


624 LAMAR BOULEVARD 
AUSTIN, TEXAS 
TELEPHONE GReenwood 2-0545 4 
“LET'S ABOLISH THE POLL TAX” 





YOU ARE ENTITLED TO PARTICIPATE IN THE NEW f 


Stockholder | 
Profit Sharing Plan } 


Life insurance company is ready to 
personal benefit plan for ICT Group stockholders only! 


A vitally important message to all ICT Group stockholders 4 


p - 


. - 


After many months of hard work and careful study, The ICT 


announce an exclusive 





Called “Stockholder Profit Sharing 
Plan,” and available only to ICT 
Group. stockholders, this plan 
offers: 
1, INCOME - PRODUCING 
INVESTMENT 


3. SAVINGS BANK SECURITY 


& LIFE INSURANCE . 
PROTECTION 





All who participate in the Stock- 
holder Profit Sharing Plan create 
profit for themselves in two ways: 
1. FROM CASH DIVIDENDS PAID 
ON UNTTS OF THE PLAN 


. AS STOCKHOLDERS IN ICT 
INSURANCE COMPANY OR 
ICT DISCOUNT CORPORA- a 
TION, YOU SHARE IN THE 
PROFITS MADE BY ICT LIFE 
INSURANCE COMPANY. 


~ 














have the Pian explained to 
you in detail before a Home 
office Representative has a 


chance to contact you per- 


pon to be filled out and 
mailed if you would like to 
have complete facts on the 


sonaliy. At right is a cou- | 
Plan as soon as possible. 





ICT BUILDING, DALLAS 








LIFE INSURANCE 
COMPANY 


If you are an ICT Group stockholder, Home Office Represent- <¢° 
atives will soon be calling on you to fully explain your rights — 
under the Plan and show you how to exercise them, For your 

own benefit and profit, give these Representatives an oppor- 
tunity to point out many exclusive advantages the plan offers. > 


Many of you may want to poten 


I understand the Stockholder Profit 
Sharing Plan offers me as an ICT Group 
stockholder many exclusive, unprece- 
dented benefits. I want to be among the 
first ICT stockholders to hear all about 
the Plan and receive my Allotment Cer-_ 
tificate. So, please have a Home Office 
Representative call on me as soon as’ 








possible. 4 
Name 

Address 

City State ; 





. Remember, 
Stockholder 

Profit Sharing 
Plan Is for ICT 
Stockholders only! 





